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TERESA OLCOTT COHEA 
LEGISLATIVE FISCAL ANALYST August, 1992 


AUG | 7 1992 
Members of the Fifty-second Legislature 
Members of the Legislative Finance Committee 


In accordance with Section 5-12-302, MCA, and in keeping with the practice 
established in previous sessions, I am submitting a revised Appropriations Report for 
the 1993 biennium. The report provides details of the budget-related actions approved 
during the July 1992 special session. 


The Summary section provides an overview of the state budget and _ the 
revisions adopted during the special session. The tables that follow the Summary 
provide details on the current appropriations contained in House Bill 2 for each 

. agency that had an appropriation changed during the special session. These tables 
show the appropriations made during the 1991 regular session, the current appropriation 
(after changes made during the January and July special sessions) and pay plan 
allocations. 


A copy of House Bill 2, as amended during the July special session and the 
revised revenue estimates as adopted in House Joint Resolution 2 are also included 
in the report. 


Further information on the state budget, revenue sources, and state agencies is 
provided in the Appropriations Reports issued after the 1991 regular session and 
January 1992 special session. 


We hope this report will serve as a useful reference document for legislators, 
the public, and state agencies. 


Sincerely, 


4 J 
eo Mi Pg 
Pie UUM lek 


Teresa Olcott Cohea 
Legislative Fiscal Analyst 
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JULY 1992 SPECIAL SESSION 


REVISED 1993 BIENNIUM BUDGET 


Positive projected fund and cash balances 


At the beginning of the July 1992 special session, the revised Executive 
Budget projected a $67.3 million fund balance deficit and an $89.5 million cash 
balance deficit in the general fund at the end of fiscal 1993. Based on 
legislative and executive action taken during the July special session, the general 
fund is projected to have a positive $25.1 million fund balance. The Department 
of Administration (DofA) projects a positive $9.9 million cash balance at the end 
of fiscal 1993, as shown in Table 1.’ The “budget balancers" enacted by the 
legislature and implemented by the executive during the special session are 
discussed on pages 11-31. 


Continuing structural imbalance 


Table 2 shows actual revenue collections and disbursements from the general 
fund during the period fiscal 1969 through fiscal 1992 and estimated collections 
and disbursements for fiscal 1993, after legislative and executive action during the 
July 1992 special session. 


General fund revenues are projected to grow faster during the 1993 biennium 
than any biennia during the last decade, due primarily to the revenue accelerations 
and tax increases enacted during the January 1992 and July 1992 special sessions 
to compensate for shortfalls in projected revenues. A number of the measures 
enacted during the recent special sessions provided "one-time" ‘revenues that will 
not be available under current law to finance the state budget during the 1995 
biennium. 


"Because fiscal 1992 revenue collections in the school equalization account(SEA) were $2.6 
million higher than estimated, the projected fiscal 1993 fund balance in the general fund is slightly 
higher than the $22.4 million estimated on the last day of the special session. The projected fiscal 
cash balance is lower than the $17.4 million estimated on the last day of the special session for 
two reasons. The Department of Administration’s cashflows: 1) include $5.0 million of fire 
suppression supplementals, even though the legislature appropriated only $1.0 million; and 2) do not 
include a $2.2 million reduction in fiscal 1993 SEA expenditures due to overpayments in three 
counties in fiscal 1992. In House Bill 2, the legislature recognized this expenditure reduction and 
lowered the SEA supplemental accordingly. 


Summary 1 


Office of Legislative Fiscal Analyst 
Estimated General Fund Balance 
Figures in Millions 


































Estimated 
FY 92-93 


Actual 
FY 1989 


Actual Actual 
FY 1990 FY 1991 


Actual 
FY 1992 


Actual 
FY 1988 


Estimated Estimated’ 
FY 1993. FY 90-91 









Beginning Fund Balance $10.557 $39.472 $67.234 $89.038 $58.700 $29.431 $67.234 $58.700 








Receipts 
Estimated Receipts 391.152 411.723 447.962 420.257 487.036 522.361 868.219 1009.397 






Total Available $401.709 $451.195 $515.196 $509.295 $545.736 $551.792 $935,453 $1,068.097 









Disbursements 
General Appropriations 370.795 388.270 432.323 457.612 509.986 427.294 889.935 937.280 
Pay Plan Appropriations 20.914 20.914 













Statutory Appropriations 

Property Tax Reimbursement 19.493 19.493 ]) 

Debt Service 10.954 10.954 

TRANS Interest 4.963 4.963 

Retirement Benefits 3.506 3.506 | 
Miscellaneous Appropriations 2.779 2.779 
Continuing Appropriations 9.016 9.016 
Supplementals 

All Other Agencies 14.402 14.402 

State Equalization Account 12.100 16.275 28.375 
Feed Bill 5.025 5.025 
Reversions —2.500 —2.500 









$370.795 $388.270 





$432.323 $457.612 






Anticipated Disbursements $522.086 $532.121 $889.935 $1,054.207 








Adjustments 4.707 1.096 5.969 5.879 1.901 11.848 1.901 
Foundation Program Reversion 3.651 
Residual Equity Transfer 0.200 3.213 0.196 1.138 - 3.880 5.464 1.334 9.344 





















Ending Fund Balance 
Ending Cash Balance 


$39.472 
$19.257 


$67.234  $89.038  $58.700  $29.431 $25.135  $58.700 
$61.775  $48.939  $12.451 $13.007 $9.900  $12.451 









Office of Legislative Fiscal Analyst 
Estimated School Equalization Fund Balance 
Figures in Millions o 







































Actual Actual 
FY 1988 FY 1989 


Actual Actual 
FY 1990 FY 1991 


Actual 
FY 1992 


Estimated 
FY 92-93 


Estimated 
FY 90-91 


Estimated 
FY 1993 

















Beginning Fund Balance $1.022 $15.309  $20.592 $8.474 $2.552 $15.309 $8.474 












Receipts 


Estimated Receipts i: 274.649 271.409 279.964 366.361 391.596 377.934 646.325 769.530 
Education Trust Transfer 9.350 24.650 







Total Available $283.999 $297.081 $295.273 $386.953 $400.070 $380.486 $661.634 $778.004 





Disbursements 
Current Level Schedules 281.886 279.536 287.393 346.900 347.866 350.297 634.293 698.163 
Guaranteed Tax Base 44.600 46.138 44.536 44.600 90.674 | 


Transportation Costs 3.908 3.913 "  F.821 
Telecommunications Network 0.148 0.150 0.298 | 








Anticipated Disbursements $281.886 $279.536 $287.393 $391.500 $398.060 $398,896 $678,893 $796.956 






Adjustments —1.091 —2.236 —1.776 13.021 0.542 11.245 0.542 
Residual Equity Transfer 14.488 “7 2.135 14.488 2.135 






Ending Fund Balance $1.022 $15.309 $20.592. $8.474 $2.552 | ($16.275) $8.474 ($16.275 
Ending Cash Balance $7.456 $0.014 _$26.382__‘$18.767 $3.026 $18.767 
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Milliog@oeD ollars 


Annual 
Revenue 


$66.707299 

74.626788 

78.010512 

95.176800 
112.569763 
131.756689 
156.641727 
166.345787 
189.879345 
203.244549 
233.360791 
248. 131743 
282.526748 
320.259309 
313.575015 
330.305498 
364.521837 
349.541482 
346.689859 
391.152206 
411.723287 
447.961774 
420.256643 
487.036067 
522.361000 


General Fund Summary 


JULY 1992 SPECIAL SESSION 


Revenue and Disbursement Statistics 


Biennium 
Revenue 


$152.637300 


- 207.746563 


288.3984 16 
356.225132 
436.605340 
530.65849 1 
633.834324 
694.827335 
696.231341 
802.875493 


868.218417 


1009.397067 | 


GENERAL FUND SUMMARY 
Revenues and Disbursements 


= Revenues 


16 








711 


In Millions 
Percent Annual 
Change Disbursements 

$63.790000 
75.616000 
81.299944 
87.956650 
36.10% 94.739472 
115.543830 
38.82% 146.247584 
166.340893 
23.52% 194.300258 
218.093767 
22.56% 228.763427 
238. 167938 
21.54% 264.551569 
347.901270 
19.44% 332.610274 
357.387046 
9.62% 380.358776 
366.815431 
0.20% 391.324548 
370.853289 
15.32% 388.270121 
432.323202 
8.14% 457.612174 
5§22.086287 
16.26% 5§32.121000 


78 
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719 _ 80 
Fiscal Years 
_,_ Disbursements 


Summary 3 


83 84 85 


Biennium 


Disbursements 


$156.915944 
182.696122 
261.791414 
360.641151 
446.857194 
502.719507 
680.511544 
737.745822 
758. 139979 


759.123410 


889.935376 © 





1054.207287 





86 








91 





Percent 
Change 


16.43% 
43.29% 
37.16% 
23.91% 
12.50% 
35.37% 

8.41% 

2.76% 

0.13% 
17.23% 
18.46% 


92 F93 


JULY 1992 SPECIAL SESSION 


General fund disbursements will grow $164.3 million or 18.5 percent during 
the 1993 biennium. Over $50 million of the increase is in the Departments of 
Social and Rehabilitation Services and Family Services, which have experienced 
rising caseloads and increased medical costs during the biennium. The pay plan 
increase for state employees enacted during the 1991 regular session accounts for 
$33.9 million of the increase, while statutory appropriations for retirement benefits 
and personal property reimbursement grew by $22.9 million. State general fund 
spending for education increased nearly $50 million from the 1991 to the 1993 
biennium. However, 65 percent of this amount was a funding shift rather than 
increased expenditure. To help fund the school foundation program, $32.0 million 
general fund was transferred to the school equalization account (SEA). Despite 
continuation of foundation schedules at the fiscal 1991 level throughout the 1993 
biennium, there has been insufficient revenue in the SEA to fund the new school 
equalization program that went into effect in fiscal 1991. 


Throughout the last decade, there has been a structural imbalance within the 
general fund. Expenditures exceeded revenues in seven of these years. During 
the period fiscal 1986 through fiscal 1991, the legislature transferred $97.0 million 
in fund balances from other accounts into the general fund and SEA. During the 
January and July 1992 special sessions, the legislature approved an additional $10.1 
million of fund balance transfers to these accounts. 


Under the revised budget adopted during the July 1992 special session, the | 
structural imbalance between general fund revenues and expenditures will continue 
during the 1993 biennium: general fund expenditures are anticipated to exceed 
revenues by $44.8 million. Pages 39-43 provide preliminary projections of the 
projected deficits in the general fund and SEA during the 1995 biennium at two 
spending levels. 


State spending 


Table 3 provides a summary of general fund appropriation bills for the 1993 
biennium as enacted and amended during the 1991 regular and 1992 special 
legislative sessions. 


Table 4 ranks 1993 biennium general fund disbursements by size. As the 
table shows, higher education comprises 23.6 percent of total general fund spending 
during the 1993 biennium, with spending for human service agencies, state 
institutions, and state support for primary and secondary (K-12) public schools 
ranking next. | | 
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TABLE 3 


General Fund Appropriation Summary 
1991 Regular Session and January and 


July 1992 Special Session 


1992 REGULAR SESSION 


HBOO1* 
HBOO2 
HBOO3 
HBOO5* 
HBO30 
HBO77 
HBO93 
HB125* 
HB131* 
HB142* 


HB179 
HB340* 


HB365* 
HB371* 
HB477 

HB489* 
HB491* 


HB509* 
HB528 


HB569* 
HB579 

HB696* 
HB746* 


HB876* 
HB903* 


HB959 
HB966* 


HB978 
HB990* 


_. HB999* 


SB232 


JANUAR 
HBOO1* 
HBO14 


Feed Bill 

General nn Yo tare | se Act*** 

FY91 Supplemental Appropriations 

Appropriation For Capital Projects*** 
Educ. Telecommunications Network 

Automobile Ins. Premium Tax For 
Highway Patrol Pensions** 

Utilization Fee For Bed Days In 
Nursing Homes 

American Indian/Minority Achievement 
Appropriation 

Human Skeletal Remains And Burial Site 
Protection Act 
Committee On Postsecondary Education*** 
Policy And Budget 

Maintenance Of Veterans’ Cemetery 

Property Taxation Of Forest Land Based 

On Forest Productivity Value 

Applied Genetic Engineering Technology 
Research/Development 

Family Services Appropriation For 

In-Home Services 

Microbusiness Development Act 

Clothing Allowance - Foster Care Children 

Respite Care For Foster Children 

In Licensed Homes** 

Pay Plan Adjustments For State ue awehent its 

Request For Proposal For Siting O 
Women’s Prison 

Family Services Info. Management System** 

Create Motor Vehicle ter Renewal System** 
Increase and Extend Funding For Statewide 
Genetics Program 

Indian Monument And Flag Circle On 

Capital Grounds 

Revise and Continue The MIAMI Project** 

Create Court Automation Account and Court 
Automation Fees** 

Revise Montana Individual Income Tax Laws 
Study Future Of Galen And Warm Springs 
State Hospital** 

Seek Waiver To Provide Services In Personal 
Care Facilities 

Fund Nat‘l Historic Trail Interpretive Cntr*** 

Out-Of-District Placement Of Child With 
Disability** 

Salvage And Motor Vehicle Inspection/ 
Identifying Program** 


Y 1992 SPECIAL SESSION 


Feed Bill 
Quarterly estimated tax 
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HBOO1* 
TOTAL 





Kinele pee 
** As amen 





Feed Bill 


Appropriations 
led during January 1992 ape sts dabei 


January and July 19 





$4,499,497 
19,846,383 


$490,017, 469 
1,400,500 


300,000 
317,400 


1,239,048 


175,648 
10,000 


26,710 
22,806 


980,838 
60,000 
200,000 
64,600 
266,186 


50,000 


13,026,200 


8,000 


286,589 


588,156 


1,069,299 


6,000 
12,880 


386,400 
108,225 


34,040 


500,000 


2,273,320 


0 


536,368 


$24,345,880 $513,966,682 


92 special sessions. 


$429,143,113 


300, 000 
214,360 
1,253,979 


22,795 


20,914,000 


770,868 


78,705 


60,000 


77,971 


—__524, 886 


$453, 360,697 
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Table 4 
1993 Biennium Anticipated General Fund Disbursements 


% Of 
Total 


23.62% 
19.68% 
14.13% 
10.82% 


Anticipated 
Rank Agency/Purpose Dis ents* 


Higher Education 247,837,865 
Social & Rehabilitation Services 207,989,813 
Corrections & Human Services 149,303,168 
Public Schools 114,321,180 


Cumulative 
% 


23.62% 
43.14% 
57.27% 
68.08% 


Oe UQWAN AWN = 


*Includes actual expenditures in fiscal 1992 and appropriations for fiscal 1993. : 


Family Services 
Revenue 
Property Tax Reimbursement 
Debt Service 
Justice 
State Lands 
Judiciary 
Natural Resources & Conservation 
Health & Environmental Sciences 
Administration 
Office of Public Instruction 
Retirement Benefits 
Feed Bill 
State Auditor 
Commerce 
School for the Deaf & Blind 
Military Affairs 
Governor’s Office 
Public Service Regulation 
Legislative Council 
Historical Society 
Legislative Auditor 
Library Commission 
Agriculture 
Secretary of State 
Legislative Fiscal Analyst 
Labor & Industry 
Livestock 
Crime Control Division 
Transportation 
Fish, Wildlife and Parks 
Environmental Quality Council 
Highway Traffic Safety 
Commissioner of Political Practices 
Board of Public Education 
Montana Arts Council 

Less Reversions 


TOTAL 


64,485,181 
40,839,718 
38,585,097 
30,241,233 
24,423,860 
23,627,640 
16,812,495 
8,712,964 
7,554,966 
7,135,693 
7,082,974 
6,699,821 
6,260,207 
5,942,838 
5,807,285 
5,488,899 
4,868,677 
4,753,553 
4,249,967 
3,960,615 


2,530,953. 
2,524,046 


2,175,867 
2,124,593 
1,902,640 
1,704,271 
1,453,871 
1,229,192 
931,386 
778,376 
778,020 
557,132 
366,160 
280,108 
222,656 
152,679 


(2,500,000) 


$1,054, 197,658 


Summary 6 


6.10% 
3.86% 
3.65% 
2.86% 
2.31% 
2.24% 
1.59% 
0.82% 


0.71% 


0.68% 
0.67% 
0.63% 
0.59% 
0.56% 
0.55% 
0.52% 
0.46% 
0.45% 
0.40% 
0.37% 
0.24% 
0.24% 
0.21% 
0.20% 
0.18% 
0.16% 
0.14% 
0.12% 
0.09% 
0.07% 
0.07% 
0.05% 
0.03% 
0.03% 
0.02% 
0.01% 


100.00% 


74.19% 
78.05% 
81.70% 
84.57% 
86.88% 
89.11% 
90.70% 
91.53% 
92.24% 
92.92% 
93.59% 
94.22% 
94.82% 
97.36% 
95.37% 
95.88% 
96.35% 
96.80% 
97.76% 
98.13% 
98.37% 
98.61% 
98.82% 
99.02% 
99.20% 
99.36% 
99.50% 
99.62% 
99.70% 
99.78% 
99.85% 
99.90% 
99.94% 
99.96% 
99.99% 

100.00% 
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As Graph 1 shows, general 
fund expenditures for education 
(higher education and K-12 education) 
are projected to comprise 34 percent 
of the total general fund "pie" during 
the 1993 biennium, followed by 26 
percent for human service agencies 
(Departments of Social and 
Rehabilitation Services and Family 
Services), and 14 percent for the 
Department of Corrections and Human 
Services. The 31 other _ state 
agencies listed in Table 4 are 
projected to consume less than 19 
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percent of total general fund during the current biennium. 


In addition to the $114.3 
million of general fund support for 
K-12 education in the 1993 biennium, 
an additional $768.6 million of state 
support is provided from the SEA to 
local school districts, making K-12 
education the state’s largest single 
area of expenditure. Graph 2 shows 
projected 1993 biennium disbursements 
from the combined general fund and 
SEA. As the graph _ shows, - state 
support for K-12 education comprises 
48 percent of the $1.8 billion that is 
projected to be spent from these two 
accounts during the 1993 biennium. 


Graph 3 shows. the $4.3 billion 
projected disbursements from all state 
accounts during the 1993 biennium. 
General fund expenditures account for 
24 percent of total state spending, 
with expenditures from state special 
revenue accounts comprising 31 
percent and from federal funds 29 
percent. 
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REASONS FOR JULY 1992 SPECIAL SESSION 


Fund Balance 


When the January 1992 special session adjourned, the general fund was 
projected to have an $11.6 million fund balance at the end of fiscal 1993. Table 
5 shows the key differences between this projected fund balance and that projected 
six months later in the revised Executive Budget. 


TABLE 5 
Projected Fund Balance--General Fund 
1993 Biennium (Millions) 


Status as Status as 
of 1/92" of 7/92" . Difference 


Beginning fund balance $58.7 $58.7 $0 


Revenues/adjustments 993.0 964.1 | (28.9) 


Expenditures (1,040.1) — (1,090.1) (50.0) 
Ending fund balance | $11.6 ($67.3) ($78.9) 


“Based on actions of January 1992 special session 
“As shown in revised Executive Budget issued July 6, 1992 





The executive revenue estimate assumed that the shortfall in individual 
income tax collections that occurred in fiscal 1992 would continue, as would lower 
oil prices and interest rates, resulting in biennial general fund revenue collections 
$28.9 million below the revenue estimate adopted during the January 1992 special 
session. The revised revenue estimates adopted by the legislature during the July 
special session are discussed on pages 33-34. 


_ The revised Executive Budget projected 1993 biennium expenditures would 
be $50.0 million higher than estimated during the January 1992 special session due 
mainly to four factors: 


1) Supplementals. In addition to the $20.5 million of general fund 
supplementals approved during the January 1992 special session, the Executive 
Budget projected that an additional $20.9 million in general fund supplementals will 
be submitted to the 1993 legislature. These projected supplementals included $11.0 
million for SRS programs, $5.0 million for fire suppression costs, $1.5 million for 
foster care, and $3.4 million for other state agencies. 
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2) SEA revenue shortfall, Due to the revenue downturn, the Executive 
Budget estimated that the SEA would require a $17.3 million transfer from the 
general fund, in addition to the Mas 1 million transfer approved during the January 
1992 special session. 


3) K-12 enrollment_growth. The Office of Public Instruction (OPI) projects 
that foundation program and guaranteed tax base (GTB) costs will increase by $6.1 
million in fiscal 1993, due to enrollment increases. 


4) Lower reversions. The Executive Budget projected that reversions will 
be $5.7 million less than anticipated after the January 1992 special session. Due 
to higher-than-anticipated costs in fiscal 1992 and the impact of the proposed 
additional budget reductions in fiscal 1993, the executive assumed that agencies will 
spend 99.5 percent of their total general fund appropriation, resulting in very low 
reversions. 


Cash Balance | 


The revenue shortfalls and increased supplementals during the 1993 biennium 
have had a significant adverse impact on the general fund cash balance, as Table 
6 shows. When the fiscal 1992 Tax and Revenue Anticipation Notes (TRANS)? 
were issued in October 1991, the official statement issued by DofA projected an 
$8.1 million positive cash balance at the end of fiscal 1992 and an $11.0 million 
_ cash deficit at the end of fiscal 1993. These cashflow projections were based on 
the imposition of $29.7 million of "budget balancers" by Executive Order in fiscal 
1992 and a projected $36.5 million of “budget balancers" by Executive Order in 
fiscal 1993. Three weeks after the fiscal 1992 TRANS were issued, a district 
court ruling invalidated the Executive Order. 


The Executive Budget presented to the January 1992 special session projected 
a positive fund balance of $15.8 million in fiscal 1992 and $11.1 million in fiscal 
1993 if the Executive Budget were adopted. However, DofA cashflow projections 
showed that there would be a cash deficit in both years under the Executive 
Budget, due primarily to the large continuing loan to the SEA. As _ Table 6 
shows, in January 1992 DofA projected a $34.2 million cash deficit in fiscal 1992 
and a $44.2 million cash deficit in fiscal 1993. 


The 1979 legislature enacted legislation authorizing the state to issue short-term notes 
(TRANS) to finance general fund cashflow deficiencies. TRANS are designed to supplement 
cashflow in the general fund by providing cash to pay expenditures until anticipated revenue is 
received later in the fiscal year. The proceeds from the sale of TRANS are deposited in the 
general fund. 
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In February 1992, DofA projected that after the January 1992 special. session 
legislative action and executive action to accelerate deposit of revenues into the SEA, there 
would be a $9.8 million cash deficit at the end of fiscal 1992 and a $27.3 million cash 
deficit at the end of fiscal 1993. The department planned to borrow cash from the 
highways account to repay the fiscal 1992 TRANS and use cash from this and other 
accounts as “borrowable reserves" pledged to repay TRANS issued in fiscal 1993. 


TABLE 6 
Change in Department of Administration’s Cashflow Projections 
Millions 
FY92 


Official Stmt. Exec. Budget Leg. Action DofA 
(10/91) (1/92) (2/92) 6/92 


Revenues $516.8 $497.3 $498.7 $491.2 
Expenditures $29.2 546.5 544.1 559.5 
Budget balancers* (29.7) (25.0) (18.3) (5.6) 
Loan needed to repay TRANS 12.0 46.5 20.6™ 46.2 
Ending balance $8.1 ($34.2) ($9.8)~ ($46.2) 


FY93 


Official Stmt. Exec. Budget Leg. Action _ DofA 
(10/91) (1/92) © (1/92) (6/92) 


Revenues $518.1 $502.4 $530.9 $523.4 
Expenditures 545.9 561.4 560.3 . 563.2 
Budget balancers* (36.5) (80.9) ' 0.0 
Loan needed to repay TRANS 30.0 56.9 ‘ 99.0 
Ending balance ($11. 0) ($44.2) ($27.3)~ ($99.0) 
*Executive Order/Executive Budget/Special Session Action. 

**Reduced due to accelerated deposit of $20 million of interest and income to SEA in June, 1992 





However, the continuing revenue shortfall and growing supplementals 
worsened the general fund cash position. By June 1992, DofA projected that the 
general fund would have a $46.2 million cash deficit at the end of fiscal 1992 
and a $99.0 million cash deficit by the end of fiscal 1993. In early June, it 
explored the possibility of issuing $96.2 million of fiscal 1993 TRANS to handle 
the state cashflow needs through mid-October. However, in mid-June the 
department recommended a delay in borrowing until the July special session had 
completed its work. State bond counsel told the Board of Examiners that Montana 
might be placed on "credit watch" if the proposed TRANS issue were sold and 
that such a “credit watch" could impact both the short-and long-term credit ratings 
for state bonds. . 


In late June, DofA had to borrow $60.0 million from the highways account 
to help repay the $87.4 million principal and interest due on the fiscal 1992 
TRANS. While $14.0 million of this loan was repaid in July, the remaining 
$46.0 million will not be repaid until fiscal 1993 TRANS are issued. 
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BUDGET BALANCERS ADOPTED DURING THE 
JULY SPECIAL SESSION 


During the July special session, the legislature adopted $54.6 million of 
"budget balancers" that affected the general fund fund balance and $110.7 million 
of "budget balancers" that affected the general fund cash balance. In addition, 
the executive expanded the amount of general fund and SEA revenue that was 
accrued, resulting in a $45.2 million positive impact on the fiscal 1993 ending 
fund balance. Table 7 shows these “budget balancers" by category. A summary 
of each "budget balancer" is provided following the tables. 


TABLE 7 
Budget Balancers Adopted During July Special Session (Millions 


REVENUES 
_HB44 Seven percent surtax 
HBS4 Nonresident income tax 
HB62 SEA interest 

Subtotal 


CASH MANAGEMENT 
HB2 Accelerated cash deposits 
HB12 County treasurer remittance date 
HB62 SEA payment delay 
Subtotal 


EXPENDITURES 
HB2/SB10 State agency general fund reductions 
University system general fund reductions 
SEA overpayment 
Supplemental/new programs 
HB62 SEA payments 
Subtotal 


FUND BALANCE TRANSFERS 

HB2 ‘Transfers 

HB6~ Long range building 

HB41 Fund balance transfers 
Subtotal 


LEGISLATIVE ACTION TOTAL 


EXECUTIVE ACTION 


Revenue accruals 
GRAND TOTAL 
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REVENUES 


During the July special session, the legislature enacted House Bill 44 (HB44), which 
imposed a 7 percent surtax on 26 taxes for a period of one year. The revenue collected from 
these surtaxes will be deposited in the general fund, with the exception of revenue generated from 
the surtax on motor fuels and gross vehicle weight taxes. This surtax revenue will be deposited 
in the highways account, as required by the Montana constitution. In addition, HB44 imposed a 
2.3 percent surtax on personal income and corporation taxes for calendar 1992 and 4.7 percent for 
calendar 1993. Surtax revenue from these sources will be deposited in the general fund and SEA. 


TABLE 8 
Fiscal Impact of HB44 on the General Fund, FY93-94 (Millions) 


FY 1993 Revenue FY 1994 
Revenue 


Amount of GF 
Source of Revenue Surtax GF Cash Accrued GF 


Individual Income Tax 2.3/4.7%* $12.220 $2.431 $6.479 

Corporation Income Tax 1.739 0.000 2.447 

Coal Severance Tax 2.197 0.732 0.000 

Oil Severance Tax 0.830 0.277 0.000 

Insurance Premiums Tax 2.160 : 0.000 

Liquor Excise Tax 0.393 

Metal Mines Tax 0.441 

Electrical Energy Tax 0.217 

Telephone License Tax 0.225 

Beer License Tax 0.187 

Natural Gas Severance Tax 0.065 

Freight Line Tax 0.022 

Wine Tax 0.078 

Video Gaming Income Tax 1.317 

Micaceous Minerals Tax 0.000 

Resource Indemnity Tax 0.319 

Accommodations Tax 

Cigarette Tax 

Tobacco Tax 

Local Gov. Severance Tax 

Coal Gross Proceeds 

Cement & Gypsum Tax 

Gasoline Tax** 

Diesel Tax** 

Aviation Fuel Tax 

Natural Gas Fuel Tax 

Gross Vehicle Weight Tax** ’ : : 

New Car Sales Tax 0.403 ; 0.040 
$23.827 ; $12.194 — 


*Surtax at 2.30 percent for calendar 1992 and 4.70 percent for calendar 1993. ; 
**Estimated surtax revenue deposited in the highways account in fiscal 1993-94: gasoline tax 
$6.213 million; diesel tax $1.871 million; gross vehicle weight tax $1.293 million. 
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Table 8 shows the taxes to which these surtaxes were applied and the 
estimated revenue that will be generated in fiscal 1993 and fiscal 1994. In the 
fiscal 1993 revenue column, the table shows the $23.8 million cash that will be 
collected by June 1993 as a result of the bill and the $4.4 million of revenue 
that will be collected during the accrual period and counted as fiscal 1993 
revenue. | 


In House Bill 54 (HBS54), the legislature adopted the method used in most 
other states for calculating the individual income taxes due from nonresident and 
temporary resident taxpayers. The bill will generate an estimated $3.2 million in 


fiscal 1993. 


The legislature enacted two bills that changed the schedule for distributing 
school foundation payments to school districts, thus increasing interest revenue 
earned by the state. Prior to this legislation, statute required that OPI pay 
districts 20 percent of the total annual foundation program and guaranteed tax base 
(GTB) by July 15 of each fiscal year, 7 percent each month thereafter, with the 
balance in June. In fiscal 1993, the July payment would have been $58.4 million 
($65.7 million including the special education payment). Senate Bill 1 (SBI), 
which was passed and signed by the Governor during the July special session, 
delayed the first fiscal 1993 payment from July 15 to July 31. In the final days 
of the special session, the legislature passed House Bill 62 (HB62), which repealed 
SB1 and established the following schedule for distribution to school districts: 1) 
no payment in July; 2) 8 percent of the annual foundation payment per month 
from August through May; 3) 50 percent of the annual GTB payment in 
November and 50 percent in May; and 4) 20 percent of the annual foundation 
payment in June. 


This new distribution schedule will allow the state to earn an estimated $2.5 
million additional interest in fiscal 1993. As discussed below, HB62 also included 
a temporary provision delaying one-half the June 1993 payment by 15 days as a 
cash management measure. 


CASH MANAGEMENT 


To address the serious cashflow situation in the general fund, the legislature 
adopted three measures designed to ensure that there would be sufficient cash in 
the general fund to repay the fiscal 1993 TRANS: 


1) Accelerated cash deposits. After each fiscal year end, there is a three 
week period (called final fiscal year end) in which fiscal year end "books" are 
closed and appropriate accounting adjustments made. Most revenues received during 


1 
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this period are counted as received during the prior fiscal year. In House Bill 2 
(HB2), the legislature directed DofA to change its accounting procedures so that 
revenue from four sources would be deposited in the general fund and SEA prior 
to June 30, rather than during the final fiscal year end period. DofA agreed that 
this could be done and provided the following estimates of the additional cash that 
would be deposited in the general fund and SEA by June 30, 1993: insurance 
premium tax ($5.5 million); permanent coal tax trust interest ($6.6 million); liquor 
excise tax ($0.5 million); and common school permanent trust interest and income 
($4.7 million). | Because these revenues were already counted as fiscal 1993 
revenues, there is no impact on the fund balance. 


2) County treasurer remittance date. Prior to this special session, statute 
required county treasurers to transmit state money collected at the county level to 
the state by the 20th of the next month. Since there is no penalty if the 
moneys are transmitted within 5 days of this deadline, many counties remit these 
funds by the 25th of the month. The state portion of property taxes (such as 
the 6 mill university levy and the 40 mill statewide equalization levy) due on May 
31 may be sent in the June payment or delayed until July. While payments - 
received in July are included in the fund balance as accrued revenue, the cash 
is not "in hand" in June to help repay TRANS. House Bill 12 (HB12) was 
corrected to address this situation. It requires that county treasurers remit all state 
funds received by June 15 to the state by June 20 and all state funds received 
by December 15 to the state by December 20. DofA estimates that the 
acceleration of county payments will increase general fund cash collections by $4.6 
million in fiscal 1993. 


3) SEA payment delay. HB62 contains a temporary provision delaying one-. 
half of the final fiscal 1993 school foundation program payment from June until 
July 15, 1993. OPI estimates that this will reduce the June payment by $38.6 
million. While the July 15, 1993 payment will be a fiscal 1993 liability included 
in the fiscal 1993 fund balance, it will reduce state cash disbursements in June, 
resulting in a higher cash balance on June 30, 1993. 


EXPENDITURES 


In HB2, the legislature reduced fiscal 1993 general fund appropriations for 
state agencies by $6.9 million, offset by $1.1 million in general fund supplementals 
and new programs. It also reduced the general fund appropriation for the 
Montana university system by $5.2 million. State expenditures for fiscal 1993 
school foundation and GTB payments were reduced by $5.6 million. 
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Reductions in State Agency Budgets 


Table 9 shows the net $5.8 million reduction in state agency general fund 
budgets imposed during the July 1992 special session. Following the table is a 
discussion of each budget reduction category. 


TABLE 9 | 
| State Agency General Fund Budget Reductions, FY93 


General budget reductions ($3,803,078) 
Funding switches | (392,085) 
Welfare reductions (1,680,855) 
Pass-through funds 

Reduced provider rate increases (90,423) 


Special education transportation (800,000) 
Lewis and Clark Interpretive Center (144,000) 
Library grants : (2,407) 


Fire suppression supplemental 1,000,000 
Dept. of Revenue - tax bills implementation | 85,000 
Net budget reduction ($5,827,848) 





General budget reductions 


| The Executive Budget proposed $2.1 million in general budget reductions in 
state agencies’ general fund operating budgets. While the legislature adopted the 
executive proposal for general budget reductions in 12 agencies, it reduced state 
agencies budgets by an additional $1.7 million general fund. As a result, general 
budget reductions approved by the legislature for 19 state agencies were greater 
than the Executive Budget recommendation. 


The general budget reduction imposed by the legislature was an average 4 
percent reduction in agencies’ fiscal 1993 general fund operating budgets. Agencies 
were not "given credit" for budget reductions made during the January 1991 
regular or January 1992 special sessions. In calculating the base to which the 4 
percent reduction was applied, the legislature exempted elected officials’ salaries, 
human service benefit payments, student assistance payments, distributions for local 
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assistance and public schools, debt service payments, and salaries of direct care 
workers at state institutions. 


As Table 10 shows, the legislature made some exceptions to the 4 percent 
budget reduction imposed on agencies which receive general fund. It accepted the 
executive recommendation for the Environmental Quality Council, Commissioner of 
Political Practices, Highway Traffic Safety, Public Service Commission, Montana 
Arts Council, and Departments of Military Affairs and Family Services. At the 
request of the Judiciary, the legislature exempted State Law Library fee-based legal 
database costs from the operating budget base to which the 4 percent reduction 
was _ applied. In addition to the 4 percent reduction, the Department of 
Transportation offered additional reductions, since several positions in its only 
general fund program (Rail and Transit) had been shifted to federal funding. The 
Department of Revenue testified that it would not be able to produce $1.0 million 
of anticipated revenue included in the legislative revenue estimate if the Executive 
Budget reduction were adopted. As a result, the legislature imposed a $126,666 
lower budget reduction on the department than recommended in the Executive 
Budget. The legislature imposed no budget reduction on the School for the Deaf 
and Blind and a lower budget reduction for the Montana Historical Society than 
recommended in the Executive Budget. 


In the Department of Corrections and Human Services, the legislature 
imposed a 0.67 percent general budget reduction. In addition, it eliminated | 
funding for 12.33 positions that were vacant as of June 12, 1992, for an 
additional general fund savings of $286,229. In total, the agency’s fiscal 1993 
general fund operating budget was reduced by 1.33 percent. The legislature did 
not adopt the Executive Budget recommendation to reduce the population and revise 
the mission of the Galen campus of the Montana State Hospital. The revised 
Executive Budget projected a $1.1 million fiscal 1993 general fund savings if the 
recommended changes were made. 
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Exceptions to 4% General Budget Reduction 
Imposed During July Special Session 


Transportation 

Environmental Quality Council 
Judiciary . 

Revenue 

Historical Society 

Military Affairs 

Corrections and Human Services 
School for the Deaf and Blind 
Family Services 

Commissioner of Political Practices 
Highway Traffic Safety 
Montana Arts Council 

Public Service Commission 





Funding switches 


During the July special session, the legislature approved several funding 
switches. Three agencies’ fiscal 1993 general fund appropriations were reduced by 
$392,085 and replaced with a like amount of revenue from other sources: 


1) $110,000 in the Air Quality Bureau, Department of Health and 
Environmental Sciences. The legislature anticipates that fees for air quality permits 
will be raised to generate this additional revenue. 


2). $250,000 in the Centralized Services and the Diagnostic Laboratory 
programs in the Department of Livestock. The legislature increased the agency’s 
funding from the state special revenue accounts, which had a balance of $5.4 
million at the end of fiscal 1991. The agency will still receive $529,781 general 
fund support in fiscal 1993. 


3) $32,085 in the Historical Society was replaced with federal and _ state 
special revenue funds. 
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Welfare reductions 


The Executive Budget proposed several changes in the state’s financial and 
medical assistance programs that were approved during the July 1992 special 
session. Table 11 shows estimated fiscal 1993 and annualized general fund savings 
resulting from these changes. 


TABLE 11 
General Fund Welfare Savings | 








Description FY93 Annual 
AFDC/GA payments @ 40.5% * $ 336,842 $ 429,266 
AFDC budget methodology * (371,987) (446,384) 
State medical revisions ** | 1,616,000 2,316,000 
GA waiting period/$50 reduction ** | 100,000 133,333 


Net general fund savings $1,680,855 $2,432,215 


APOE rane OPP OT ETO RE RETO DA ESOC OES HOTRSES DEDSEE SEDO RE DEE EHO HEEOOPESOES DESO SE BEES SEED OU CEES HOSED USES EE SSEE ESOT SOROS DE DEMEOEOED HOS OESS DOU SOSPEDUCEDS COLES DUNES T EDD UES HOSE DE ESE EUEEES SCE OOESEOCOS CURSES CE OSE EEEESOS CoeEEEeEeEenEeS 


* Effective September 1, 1992 
** Effective October 1, 1992 








AFDC/GA payments @ 40.5% 


During the 1991 regular session, benefit payments to Aid to Families with 
Dependent Children (AFDC) and General Assistance (GA) recipients were set at 
42 percent of the federal poverty index. During the July special session, the 
legislature approved payment levels at 40.5 percent of the index, effective 
September 1992. Although the Executive Budget proposed reducing the payment 
levels to 38 percent of the index, the legislature chose to maintain payments as 
near as possible to the fiscal 1992 level. 


Reducing the payments from 42 -percent to 40.5 percent of the federal 
poverty index (effective September 1) will save an estimated $336,842 general fund 
during fiscal 1993. If this reduction becomes a permanent part of the expenditure 
base, annualized savings will be $429,266. This change requires no legislation, 
other than language in the general appropriations act. } 


Table 12 shows the annual federal poverty index for state fiscal year 1993 
by household size, fiscal 1993 monthly payments at 42 percent and 40.5 percent 
of the federal poverty index, and the fiscal 1992 monthly payment level. 
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| TABLE 12 
AFDC/GA Monthly Benefit Payments 


Persons Federal 1992 
In Poverty Payment 
Household . Level Level 


$6,810 $232 

9,190 | 311 
11,570 390 
13,950 469 
16,330 548 
18,710 627 
21,090 : 706 
23,470 785 


1 
72 
3 
4 
5 
6 
7 
8 





AFDC budget methodology 


The legislature approved the Executive Budget recommendation to change the 
way AFDC recipient income is counted. Under the current budget methodology, 
the recipient’s net income is subtracted from the benefit payment level to determine 
the amount of assistance payments. Under the revised methodology, net income 
will be subtracted from the "needs" standard (which is greater than the payment 
level), thereby permitting recipients with some income to receive a_ reduced 
assistance payment, rather than losing AFDC eligibility. Agency staff estimate that 
changing the budget methodology (effective September 1, 1992) will cost the 
general fund $371,987 in fiscal 1993. This change does not require legislation. 


State medical revisions 


Senate Bill 10 (SB10) also makes major revisions in the State Medical 
program operated by the state in the 12 counties for which the state has assumed 
welfare responsibility. Currently, persons whose income is 150 percent or less of 
the income standards for GA financial assistance are eligible to receive the same 
medical services available to medicaid recipients. The program is an "entitlement" 
program under state law (i.e., persons meeting all eligibility criteria established for 
the program are "entitled" to receive medical services which are reimbursed by the 
state with 100 percent general fund.) 
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_As_ introduced, SB10 would have eliminated the State Medical program 
(making the counties responsible for providing the service) and reduced the "poor 
fund" mill levies in the 12 assumed counties by 3.3 mills. As enacted, this 
legislation makes eligibility criteria for medical services the same as eligibility for 
GA financial assistance. The agency estimates this will reduce the number of 
people eligible to receive State Medical services by approximately 350 per month. 
Additionally, this legislation limits the services available under the program to 
hospital services, physician services and prescription drugs. SB10 does not affect 
the medicaid program. 


The agency estimates that these revisions in the State Medical program will 
save the general fund $1.6 million in fiscal 1993 and $2.3 million in fiscal 1994 
(the first full year the revisions are effective). The fiscal 1993 savings are 
reflected by a $116,000 reduction in HB2 and a $1.5 million reduction in the 
projected fiscal 1993 supplemental appropriation for this program. 


GA waiting period/$50 reduction 


SB10, introduced at the request of the executive and approved by the 
legislature, extends from two weeks to four weeks the period of time a GA 
recipient enrolled in mandatory employment-related programs must wait for the first 
benefit payment. This legislation also reduces by $50 per month the first two 
monthly benefit payments received by GA recipients entering the state. Agency 
staff estimated that these two provisions (which are effective October 1, 1992) will 
save the general fund $100,000 in fiscal 1993. Based on this estimate, annualized 
savings will be $133,333. 


Child support ‘enforcement 


The legislature approved the Executive Budget request to expand the Child 
Support Enforcement program by nearly $2.0 million. Thirty-four percent ($0.7 
million) of the increase is funded by revenues generated by enforcement activities, 
while the remainder is federal funding. This program, which is mandated by the 
federal government, collects financial support owed by absent parents. Although 
this program receives no general fund, its activities do impact the general fund. 
HB2 requires that the entire cash balance remaining in the account at the end of 
fiscal 1992 and any cash balance in excess of $500,000 at the end of fiscal 1993 
be transferred to the general fund. 
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Other Executive Budget proposals 


- Several other proposals requested in the Executive Budget were considered 
but not approved by the legislature: : 


1) The Executive Budget proposed to seek a federal waiver permitting the 
State to limit the duration of AFDC benefits for families headed by able-bodied 
adults. The proposal would have reduced the AFDC grant after 12 months if the 
_ able-bodied adults had not obtained employment of 30 hours per week at minimum 
wage or above. 


2) The Executive Budget proposed to transfer $530,000 in total funds from 
the "self-initiated" day care program to the "at-risk" day care program. The self- 
initiated program provides day care funding for AFDC recipients who are attending 
school. The at-risk program provides subsidized day care for low income families 
who need child care in order to work and who are at risk of becoming AFDC- 
eligible if day care is not available to them. The legislature inserted language 
in HB2 preventing transfer of funds between the two programs but authorizing the 
use of budget-amended funds in the at-risk day care program. 


3) The Executive Budget proposed to expand the Project Work Program 
(a program providing employment-related assistance to GA recipients) by $220,000 
general fund and $100,000 in federal funds to provide chemical dependency 
counselors in 10 of the 12 state-assumed counties and other employment-related 
activities. 


4) The original Executive Budget proposed legislation to enact a 2 percent 
gross receipts tax on all medical hospitals in the state, effective November 1, 
1992, and increase the medicaid reimbursement rate for inpatient hospital services 
by $7.1 million. The final executive proposal recommended a 1 percent gross 
receipt tax and a $4.3 million increase in medicaid reimbursement to hospitals. 
Under the original proposal the net gain to the general fund would have been 
$6.1 million. Under the final executive proposal, the net gain to the general fund 
would have been $2.9 million in fiscal 1993 (the amount of federal medicaid 
match used to fund the increased hospital reimbursement). 


5) As introduced, SB10 would have reduced the duration of GA _ benefits 
from 4-6 months out of a 12 month period to 4-6 months out of an 18 month 
period. (An "employable" recipient receives benefits for 4 months, while an 
"employable" recipient with serious barriers to employment receives benefits for 6 
months.) The legislature deleted this provision from the bill. 
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Pass-through funds 


The legislature reduced "pass-through" funds distributed by state agencies to 
providers and local government entities in four areas: 


1) Provider rate increases. During the 1991 regular session, the legislature 
appropriated funds for 2 percent per year increases for mental health service 
provider rate increases. During the July 1992 special session, the legislature 
continued the funding for fiscal 1992 increases but reduced the general fund 
appropriated for fiscal 1993 increases by $90,423. 


2) Special education transportation. In House Bill 22 (HB22), the legislature 
reduced state support for special education transportation to 50 percent, allowing 
a reduction of $800,000 in the fiscal 1993 appropriation in HB2. Prior to fiscal 
1991, special education transportation was funded 2/3 by the state and 1/3 by the 
county. During the 1991 regular session, state support was increased to 100 
percent. | 


3) Lewis_and_ Clark Interpretative Center. During the 1991 regular session, 
the legislature appropriated $700,00 general fund to the Department of Commerce 
for the planning, design, and construction of the Lewis and Clark National Historic 
Trail Interpretive Center near Great Falls. The money, along with other funds 
raised by the community, is to be used to match federally appropriated funds on 
an 8 to 1 basis. During the January 1992 special session, the legislature reduced 
the general fund appropriation by $56,000. The appropriation was reduced by an 
additional $144,000 during the July special session. If the federal or other 
matching funds are not received by January 31, 1993, the general fund 
appropriation reverts. | te 1 


4) Library grants. The legislature reduced grants to libraries by $2,407, 
reflecting the anticipated unexpended balance of 1993 biennium grants. 


Fire suppression supplemental 


During the January 1992 special session, the legislature appropriated $5.6 
million general fund for fire suppression costs resulting from fires in the fall of 
1991 and the spring of 1992. The Executive Budget requested an additional $5.0 
million supplemental for fiscal 1993. The legislature approved a $1.0 million fire 
suppression supplemental in HB2 and enacted House Bill 51 (HB51), which creates 
a $3.0 million general fund statutory biennial appropriation for fire suppression 
costs available upon gubernatorial declaration of an emergency or disaster. HBS1 
also provides that the existing $2.0 million statutory biennial appropriation for 
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emergencies can be used for fire suppression costs. As of July 31, 1992, $1.4 
million of the $2.0 million appropriation for the 1993 biennium was unexpended. 


Tax _ bill implementation 


The legislature appropriated $85,000 to the Department of Revenue to 
implement three tax bills passed during the July special session: House bills 24, 
44, and 54. | 


Reductions in Montana University System Appropriations 


During the July 1992 special session, the legislature made three reductions 
in the general fund appropriated to the Montana University System (MUS): 


1) a general budget reduction of $4.7 million was imposed. This budget 
reduction is equal to 4 percent of each unit’s fiscal 1993 general fund operating 
budget as appropriated in HB2 (after the January 1992 special session) and House 
Bill 509 (the pay plan). The reduction for the Office of the Commissioner of 
Higher Education (CHE) was not applied to debt service and student assistance 
payments. 


2) $129,694 of student assistance funds in the CHE were reduced, reflecting 
the difference between actual obligations and the fiscal 1993 appropriation within 
the WAMI program and the anticipated obligations in other student assistance 
programs. | | 


3) $367,000 in general fund appropriated to help finance construction of the 
Engineering/Physical Science Building at Montana State University was eliminated. 
The legislature appropriated spending authority for a like amount of donated or 
other funds the unit may receive to help finance the project. 


In addition, the legislature approved the transfer to the general fund of the 
unspent portion ($1,133,624) of long range building funds appropriated by the 1991 
legislature for planning and design of two new university buildings. 


The revised Executive Budget recommended a $10.4 million reduction in the 
MUS fiscal 1993 general fund appropriation. Further, it recommended the 
elimination of planning funds and bonding authority for two university building 
projects. The legislature reduced the MUS general fund appropriation by $4.8 
million, or $5.6 million less than the executive recommendation. While the 
legislature accepted the executive recommendation to eliminate the general fund and 
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long range building fund appropriations for the two university projects, it did not 
cancel the authorization for the general obligation bonds to finance the projects. 
It appropriated spending authority for donated funds or other higher education funds 
to be used for planning and design of the projects and allowed for issuance of 
the bonds to finance them during the 1995 biennium. 


Table 13 shows the impact of the January 1992 and July 1992 special 
sessions on the MUS appropriations. In fiscal 1992, the legislature reduced the 
MUS general fund appropriations by $2.2 million or 1.7 percent, with the 
anticipation (expressed in HB2 language) that a portion of this reduction would be 
offset by revenue generated through tuition increases. As Table 13 shows, tuition 
revenue generated by the income exceeded the budget reduction due to higher-than- - 
anticipated enrollment and a greater proportion of nonresident students. As a 
result, the net impact of the budget reductions and additional tuition revenue was 
a 1.2 percent increase in total MUS spending authority in fiscal 1992. 


During the July special session, the legislature reduced the fiscal 1993 MUS 
general fund appropriation by $4.8 million in addition to the $8.7 million reduction 
during the January special session. The combined impact is a 10.3 percent 
reduction in the . general fund appropriated to the MUS for fiscal 1993 during the 
1991 regular session. However, this general fund reduction is offset by several 
factors: 


1) during the January and July special sessions, the legislature appropriated 
$9.7 million of fiscal 1993 spending authority for anticipated additional revenue 
from tuition and fees; and , 


2) fiscal 1992 revenue from the six mill levy was $1.6 million higher than 
budgeted. Under language added to HB2 during the January special session and 
reaffirmed during the July special session, the Board of Regents must budget 
amend this additional revenue to offset the fiscal 1993 general fund budget 
reductions. 


As a result of these increases in other funding sources, the MUS’s. total 
spending authority for fiscal 1993 was reduced by 1.0 percent. The reduction in 
total spending authority may be further reduced by additional revenue received from 
two other sources: 
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1) In March 1992, the Board of Regents eliminated the “half-step"? at the 
six university units and narrowed the "flat-spot"* at the vocational-technical centers 
from 12-18 credits to 14-18 credits. In June 1992, the Montana University system 
requested an additional $1.6 million in tuition and fee authority (plus an additional 
$900,000 in fee waivers) for the additional revenue anticipated: The Legislative 
Finance Committee deferred action on these budget amendments, pending special 
session action; and 


2) When the calculations for additional tuition and fee revenue anticipated 
by the January special session due to the additional charges of $7 per credit for 
residents and an additional $40 per credit for nonresidents were made; CHE 
applied a reduction factor to the anticipated revenue to reflect an anticipated drop 
in students due to higher tuition costs. The same reduction factor was applied 
to the revenue anticipated due to the elimination of the half-step and narrowing 
of the flat-spot. Applications for admission through the first week in July indicate 
that this reduction may not take place. If enrollments and the mix of residents 
to nonresidents remain at the budgeted level, an additional $1.8 million of tuition 
revenue will be collected in fiscal 1993. 


*The “half-step" referred to the previous practice under which students taking 12-13 credits 
paid only half of the marginal increase in costs of taking an additional credit. 


‘ The "flat-spot" refers to the previous practice that allowed a student taking 18 credits to 
pay the same cost as a student taking 12 credits. 
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School Equalization Account Payments 


As well as changing the schedule for distribution of foundation program and 
guaranteed tax base (GTB) payments, HB62 enacted changes in school’s general 
fund operating reserves that will result in $3.4 million less state cost for GTB 
payments to school districts in fiscal 1993. 


Effective July 24, 1992, HB62 limits the amount school districts may hold 
in operating reserves to 10 percent of the general fund budget (with the exceptions 
listed below) for the next school year. Any operating reserves in excess of 10 
percent must be used to help reduce the permissive and/or voted levies. Prior 
to the passage of HB62, districts were allowed to hold reserves of 20 to 35 
percent of their general fund budgets, depending on the amount of state 
equalization aid received. Based on fiscal 1991 data, OPI estimates that the 10 
percent reserve limit will reduce permissive and voted levies by $14.9 million 
statewide. Of this amount, $11.5 million would have been paid by local property 
taxes and $3.4 million by state GTB funds. 


HB62 does not impose the 10 percent reserve limit on amounts that are 
equal to or less than: 1) P.L. 81-874 funds; 2) funds from tax protest, audit 
collections, or delinquent tax collections; or 3) general bonus payments. 


HB62 also requires county treasurers to remit all county equalization revenue 
to the state monthly. Prior to this legislation, county equalization revenues were 
retained at the county level to fund foundation program costs for districts within 
the county. Only those county equalization funds not needed to fund local 
foundation program costs were remitted to the state. In most counties, county 
equalization revenues were insufficient to fully fund the foundation program, so 
districts received additional payments from OPI from the SEA. Under HB62, all 
county equalization revenue will be remitted to the SEA and OPI will provide 
districts with the total foundation program payments. 7 


SEA Supplementals 


During the January 1992 special session, the legislature appropriated $24.1 
million general fund to the SEA to offset revenue shortfalls, ensuring sufficient 
revenue to fund anticipated costs of the foundation schedules and GTB authorized 
during the 1991 regular session. 


Based on legislative revenue estimates at the start of the July 1992 special 
session, an additional $29.8 million general fund supplemental for the SEA would 
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be necessary in fiscal 1993 due to continuing revenue shortfalls and higher-than- 
projected enrollment. Several actions during the special session reduced this 
estimate: 


1) OPI’s audits found that county equalization revenue in three counties had 
been underestimated in fiscal 1992, resulting in an overpayment of $2.2 million 
in state aid. OPI will reduce fiscal 1993 state payments to these counties by a 
like amount in fiscal 1993. The counties will use the remaining county 
equalization fund to provide districts with their full entitlement; 


2) HB62 will reduce state GTB costs by an estimated $3.4 million; 


3) accrual of additional revenue initiated by the executive for fiscal 1992 
and beyond will augment the SEA fund balance by $10.7 million; and 


4) tax bills passed during the session increased SEA revenues by $5.6 
million. 


As a result, the legislature authorized an additional $7.9 million general fund 
supplemental to the SEA for fiscal 1993, raising the total biennial supplemental 
appropriated in HB2 to $32.0 million. 


Table 14 shows the projected revenues and disbursements from the SEA in 
the 1993 biennium. Since fiscal 1992 revenue collections in the SEA were slightly 
higher than anticipated on the last day of the July 1992 special session, the actual 
supplemental needed for the biennium may be reduced to $28.4 million, as shown 
in the table. | 


Estimated School Equalization Fund Balance 
Figures in Millions 


Actual Actual Actual Actual Actual Estimated Estimated Estimated 
FY 1988 FY 1989 FY 1990 FY 1991 FY 1992 FY 1993 FY 90-91 FY 92-93 


Disbursements 


Beginning Fund Balance $1.022 $15.309 $20.592 $8.474 $2.552 $15.309 $8.474 
Estimated Receipts 274.649 271.409 279.964 366.361 391.596 377.934 646.325 769.530 
Education Trust Transfer 9.350 24.650 

Total Available $283.999 $297.081 $295.273 $386.953 $400.070 $380.486 $661.634 $778.004 
Current Level Schedules 281.886 279.536 287.393 346.900 347.866 350.297 634.293 698.163 | 
Guaranteed Tax Base 44.600 46.138 44.536 44.600 90.674 
Transportation Costs 3.908 3.913 : 7.821 
Telecommunications Network 0.148 0.150 


0.298 || 


Anticipated Disbursements $281.886 $279.536 $287.393 $391.500 $398.060 $398,896 $678.893 $796.956 


$7.456 





$0.014 _ $26.382__—«$18.767__—=—$ 3.026 _$18.767 
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Adjustments —1.091 —2.236 —1.776 13.021 0.542 11.245 0.542 
Residual Equity Transfer 14.488. 2.135 14.488 2.135 
Ending Fund Balance $1.022 $15.309 $20.592 $8.474 $2.552 ($16.275) $8.474 ($16.275 
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FUND BALANCE TRANSFERS 


During the January 1992 special session, the legislature authorized $6.0 
million of transfers from other accounts to the general fund and SEA. During 
the July 1992 special session, it approved the transfer of an additional $4.1 
million, as shown in Table 15. 


TABLE 15 
| Fund Balance Transfers, FY93 | 


HB2 Legislative Council - NCSL dues/travel $100,000 


- Leadership study 145,426 
Transportation - Motor pool funds 218,000 


Natural Resources and Conservation - Water filing fees 154,000 
Commerce - Lottery reduction Lo "93; 62F 
HB6 Long range building funds 1,133,624 
HB41 Accommodations tax | | 220,000 
State traffic education* 300,000 

Crime victims account | 100,000 
Highway patrol retirement 750,000 
Building codes 400,000 

Board of Housing 500,000 

| $4,114,677 


*Estimated fund balance on September 1, 1992 





In HB2, the legislature approved fund balance transfers for four agencies. 
In the first three agencies, the transfers resulted from budget reductions. 


1) Legislative Council. In the 1991 regular session, the legislature 
appropriated $189,706 general fund for the 1993 biennium for dues to the National 
Conference of State Legislatures and associated legislative travel. During the July 
special session, the legislature voted to end expenditures from this appropriation in 
fiscal 1993 and revert the unobligated balance of this biennial appropriation 
(approximately $100,000) to the general fund. It also voted to revert the 
unexpended balance of the "feed bill" from the January 1992 special session 
($145,426) to the general fund. At the end of the January special session, these 
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funds were reserved for an interim study of fiscal issues, subject to unanimous 
agreement of legislative leadership. Since this agreement was not reached, the 
funds were unspent. 


2) Transportation. The legislature reduced the State Motor Pool’s 
appropriation to buy new vehicles by $218,000 and directed transfer of that amount 
from the proprietary account to the general fund. A recent legislative audit found 
that the motor pool fleet was larger than needed. 


3) Commerce. The legislature approved a $93,627 budget reduction in the 
Lottery Division, (which is equal to 8 percent of its fiscal 1993 personal services 
and equipment budget), in anticipation that a reduction in operating expenses would 
increase the net profits deposited in the SEA by a like amount. 





4) Natural Resources and Conservation. The legislature approved the transfer 
of $154,000 of water rights adjudication fees to the general fund. These fees 
were received from claimants who filed water rights applications after the statutory 
deadline. 


During the 1991 regular session, the legislature appropriated $1.8 million of 
long range building funds for planning and design of two new university building 
projects. On June 19, 1992 the Governor suspended work on these projects and 
recommended that the unexpended balance be transferred to the general fund. In 
House Bill 6, the legislature agreed to transfer $1,133,624 to the general fund, 
but provided spending authority for donated or other funds to be used to continue 
design and planning work for the projects. 


In House Bill 41, the legislature approved the transfer of $2.3 million in 
fund balances from six accounts to the general fund. The bill requires that these 
transfers be made by September 1, 1992, to assist with fiscal 1993 cashflow in 
the general fund. 


EXECUTIVE REVENUE ACCRUALS 


The Executive Budget presented to the July special session proposed that the 
legislature pass a resolution endorsing "full accrual" of revenues in fiscal 1992. 
Under "full accrual", approximately $45.2 million of revenue received during the 
first 60 days in fiscal 1993 would be accrued as fiscal 1992 revenues. . The 
executive noted that the expanded accrual method would prevent the state from 
having a negative fund balance in fiscal 1992 and would make the transition to 
expanded accrual of revenues and _ liabilities required by the Governmental 
Accounting Standards Board (GASB) in fiscal 1995 easier. 
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The resolution requesting legislative support was never introduced. In early 
July, the Office of the Legislative Auditor completed its review of the proposed 
accrual change and determined it to be "reasonable". The executive then began 
making the accounting entries necessary to accrue the revenue in fiscal 1992. 


When state law mandated Generally Accepted Accounting Principles (GAAP) 
accounting in fiscal 1986, the state adopted a "modified" accrual system under 
which some revenues that are anticipated but not yet received and some 
expenditures which are anticipated but not yet paid for are accrued. The executive 
action expands the amount of revenue that is accrued, effective in fiscal 1992. 
- Beginning in the 1995 biennium, GASB Statement No. 11 (current draft) will 
require accrual of additional revenue and_liabilities. _DofA estimates that accruing 
the additional liabilities as required by GASB will reduce the general fund balance 
by $16.1 million in fiscal 1995. 


LEGISLATIVE ACTION ON EXECUTIVE BUDGET 


- Table 16 shows the legislative action on the Executive Budget presented to 
the July 1992 special session. The table shows the "budget balancers" presented 
in the printed Executive Budget mailed to legislators in late June and the revised 
budget presented on the first day of the special session. 


The agency tables contained in pages A-28 through F-1 show the revised 
Executive Budget recommendation for each agency and final legislative action. 
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| TABLE 16 : 
Legislative Action on Executive Budget 
July Special Session 


(Millions) 
Printed Budget Revised Budget Legislative Action 


legislation 
- State agency cuts/funding switches ($2.1) ($4.4) 
- Fire supplemental 0 5.0 1.0 
- U-system cuts/funding switches (10.4) (4.8) 
- GA/AFCD reductions (SB10) (0.4) ' (0.1) 
- State medical changes (SB10) (1.6) (1.6) 
Medicaid reimbursement (HB36)* : 1.4 i in House 


- Galen changes (SB8) (1.1) illed in Senate 

- Special education transportation (HB22) (0.7) (0.8) 

- U-system building (HB16)°. (1.5) (1.5) 
HB21 Foundation payment reduction® (14.1) (3.4) 
SB9 Eliminate retirement benefit payments (3.7) illed in Senate 


HB19 Video gaming tax $35.7 i in House 
HB14_ SEA interest‘ : 0.5 » 2s 
HB36 Hospital gross receipts tax rs 4.3 i in House 
HB13 Property tax acceleration® 10.0 4.6 
SBS Liquor store proposal : : 2.0 illed in Senate 
Stabilization account (net)‘ 16.9 

- Transfer of Parks/Arts trust Never introduced 

- Coal Tax Reallocation é Never introduced 

- Transfer of $23.6 million general fund Never introduced _ 

- Full accrual of revenues Implemented without legislative review 


"Reflects final executive proposal on hospital gross receipts tax and related medicaid reimbursement rate increase to hospitals. 
*HB16 was tabled in committee. HB6 transferred $1.1 million to general fund and HB2 reduced the general fund 
appropriation by $0.4 million. 

‘HB21 died in’ committee. HB62 reduces state GTB costs by net $3.4 million. 

4HB14 died in committee. HB62 increases interest earnings by $2.5 million. ) 

°HB13 died in committee. HB12 has been signed by the Governor. OBPP’s revised fiscal note reduced impact to $5.0 
million. DofA estimates fiscal impact of HB12 is $4.6 million. . 

‘The Executive Budget showed a net $16.9 million in the General Fund Stabilization account, which included $42.5 million of 
revenue accruals, transfer of $23.6 million general fund and $18.9 million in Parks/Arts trust corpus to the Account, and $2.0 
million general fund revenue loss due to reallocation of the coal severance tax. While HB49 would have created the 
Stabilization Account, it uscd Board of Housing funds rather than Parks/Arts Trust corpus and did not reallocate coal severance 
tax allocations. HB49 died in committee. 

*Includes fire supplemental appropriation. 
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REVENUE ESTIMATES, 1993 BIENNIUM 


During the July special session, the legislature adopted revised general fund 
and SEA revenue estimates for the 1993 biennium in House Joint Resolution 2 
(HJR2). As Table 17 shows, the revenue estimates for the general fund were 
reduced by $39.5 million and for the SEA by $22.5 million, for a total downward 
revision of $62.0 million or 3.5 percent. | Downward revisions in estimated 
personal income tax collections account for nearly 70 percent of this change and 
lower interest earnings over 20 percent. 


TABLE 17> 
1993 Biennium Revenue Estimates 


(Millions) 


--------HJR1 Sa HJR2-------- Difference 
FY92 FY93 Total FY92 FY93 Total 
General $473.8 $514.3 $988.1 $455.0 $493.6 $948.6 ($39.5) 
SEA . 377.0 383.9 760.9 365.6 372.8 738.4 (22.5) 





Table 18 shows the legislative revenue estimates adopted during the 1991 
regular session (HJR24), the January 1992 special session (HJR1), and the July 
1992 special session (HJR2). The revenue estimates in HJR24 and HJRI1 contain 
the tax legislation and other revenue adjustments approved during those sessions. 


TABLE 18 
Legislative Revenue Estimates for the 1993 Biennium 


(Millions) 





HJR1 
1/92 


General fund $988. 1 
SEA | 160.9 
Total | $1,749.0 
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During the January 1992 special session, the legislature adopted revenue 
estimates that were within 0.07 percent of the executive recommendation but were 
$32.7 million higher than recommended by the LFA staff. As Table 19 shows, 
the LFA revenue estimate recommendation made during the July 1992 special 
session was within one-half of one percent ($8.1 million) of the revenue estimate 
recommended during the January 1992 special session. 


TABLE 19 
LFA Revenue Estimate Recommendation, 1993 Biennium 
General Fund and SEA (Millions) 


Source of Revenue 1/92 Difference 


General fund and SEA $1,672.1 $36. 1 
HB14 (estimated tax) 32.5 (32.5) 
HJR1 additions 11.7 (11.7) 
Total $1,716.3 $(8.1) 





Table 20 compares the revised revenue estimates adopted in HJR2 to the 
executive and LFA recommendations. As the table shows, during the July special 
session the legislature adopted revenue estimates that were below both the executive 
and LFA recommendations. : 


TABLE 20 
Comparison of Revenue Estimates Presented 
to the July Special Session 
1993 Biennium (Millions) 


Executive* LFA 


Viera ring $959.4 $963.8 
SEA 747.0 744.4 
$1,708.2 


*Revised executive recommendation issued 7/6/92. 
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AGENCY MANAGEMENT AND FLEXIBILITY 


The Executive Budget proposed substantial changes to statute and the 
“boilerplate” language in HB2 designed to increase state agencies’ flexibility in 
handling budget reductions. The legislature adopted several of these proposals. 
It: 


1) Eliminated the restriction on personal services transfers. The 1989 and 
1991 legislatures included language in the general appropriations act prohibiting 
agencies from transferring unexpended personal services funds to pay for operating ~ 
and equipment costs (with limited exceptions). During the July special session, the 
legislature removed this language from HB2. 


2) Eliminated vacant sition 1 In 1991, the legislature added 
language to HB2 requiring approving authorities to: a) review and justify the 
filling of any position that has been vacant for more than 6 months; and b) 
- eliminate any position that has been vacant for more than 12 months from the 
current level budget request for the 1995 biennium. Through June 23, 1992 the 
executive denied only 6.2 percent (13.36 FTE) of the vacant positions that agencies 
requested to fill. It authorized filling 202.82 of the 263.83 FTE positions that 
have been vacant 6 months or more. Agencies have not yet requested the filling 
of 47.65 FTE positions that have been vacant 6 months or more. During the 
July special session, the legislature deleted this language from HB2. 


uage on ncy_management_responsibilit The legislature 
added language to HB2: a) requiring that agencies manage available resources 
"prudently to avoid, to the maximum extent feasible" general fund supplementals; 
and b) allowing transfers within and among programs, subject to statutory limits. 
Although the executive had proposed legislation amending the statutory limits on 
program transfers and operational plan changes, the legislature did not approve 
these amendments. 


GUBERNATORIAL EXPENDITURE 
REDUCTION AUTHORITY 


During the July special session, the legislature passed House Bill 8 (HB8) 
to restore the Governor’s ability to reduce budgets in times of revenue shortfall. 


From 1971 through 1991, language in the "boilerplate" of the general 
appropriations act allowed the Governor to reduce appropriations (with certain 
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exceptions) up to 15 percent. In 1991, this language was placed into statute. 
This gubernatorial authority has been used three times--in fiscal 1986, fiscal 1987, 
and fiscal 1992. 


The Executive Order (issued in September 1991) imposing a reduction for 
fiscal 1992 was challenged in district court. In a November 1991 ruling, the 
district court held that this statute provided an unconstitutional delegation of 
legislative authority. : 


HB8 was designed to address the constitutional deficiencies of the existing 
Statute that were identified in the district court ruling. It allows the Governor to 
direct agencies to reduce their general fund spending for a program “as defined 
in the general appropriations act" by up to 10 percent. The expenditures and 
agency budgets exempted from the gubernatorial reduction are the same under 
current law: payment of interest and principal on state debt; the legislative branch; 
judicial branch; school foundation program, including special education; and salaries 
elected officials during their terms of office. In addition, the bill provides that 
the legislature may exempt an appropriation item from the gubernatorial reduction. 
HB8 provides that agencies headed by elected officials or the Board of Regents 
may not be required to reduce their general fund spending by a percentage greater 
than the total required for executive branch agencies. 


Prior to the Governor directing agencies to reduce expenditures, the following 
actions must be completed: | 


1) If the projected general fund deficit stems from revenue receipts less than 
anticipated under the legislative revenue estimate, the budget director must notify 
the Revenue Oversight Committee of the anticipated shortfall. Within 20 days, the 
committee must provide the budget director with recommendations concerning the 
revised revenue estimate. HB8 requires that the budget director consider these 
recommendations prior to certifying a projected general fund budget deficit to the 
Governor. 


2) The budget director must certify to the Governor that the projected 
general fund balance at the end of the biennium will be less than 2 percent of 
the general fund appropriations for the second fiscal year of the biennium. 


3) The Governor must direct each agency to analyze each program that 
receives a general fund appropriation to determine: a) whether the program is 
mandatory or permissive; and b) the impact of the proposed spending reduction. | 
The agencies must submit a copy of the analysis to the budget director and the 
Legislative Fiscal Analyst (LFA). 
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4) The budget director must review the agencies’ analyses and submit 
recommendations to the Governor for spending reductions. At the same time, the 
budget director must submit a copy of these recommendations to the LFA. 


5) The Legislative Finance Committee shall meet within 20 days of this 
submission to review the budget director’s recommendations. The LFA is required 
to provide a copy of its review to the budget director at least 5 days before the 
committee meets. The committee may make recommendations concerning the 
proposed reductions. 


6) The Governor must consider each agency’s analysis and_ the 
recommendations of the budget director and Legislative Finance Committee prior 
to directing agencies to reduce expenditures. HB8 provides that "reductions in 
spending must be designed to have the least adverse impact on the provision of 
services determined to be the most integral to the discharge of the agency’s 
statutory responsibilities." 


After these actions are completed, the Governor "shall direct agencies to 
‘reduce spending in an amount that ensures that the projected ending general fund 
balance for the biennium will be at least 1 percent of all general fund 
appropriations during the biennium." 


HB8 also provides that agencies must submit, as part of their budget request 
for the next biennium, a "list of duties prioritized by the department director to 
reflect the director’s opinion concerning the importance of the duties assigned to 
the agency by law. Any discretionary programs established by the agency that 
are not required by law must also be enumerated." 


STATE EMPLOYEES 


Reductions in July Special Session 


While the legislature reduced state agencies’ general fund operating budgets 
by a net $5.8 million during the July special session, the number of state 
employees was reduced by only a net 11.33 FTE through: 


1) the elimination of 12.33 FTE in the Department of Corrections and 
Human Services that were vacant on June 12, 1992; and 


2) the addition of 1.0 FTE in the Department of Revenue to assist with 


implementation of House Bill 24, which changed the method of taxing freight line 
companies. ) 
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Table 21 shows that number of FTE authorized for each stated agency in 
HB2, as amended through the July 1992 special session, compared to the number 
authorized in fiscal 1991 in the general appropriation act (HB100). This table 
does not include FTE added through budget amendment, legislative contract 
authority, miscellaneous appropriation bills, or administrative actions. 





Table 21 
FTE by Agency 
Fiscal 1991 through Fiscal 1993 


(HB100) (HB2 ) (HB2) 
FTE FTE _ FTE Increase 
Fiscal Fiscal Fiscal (Decrease) 
Agency* 1991** 1992 1993 FY91-93 
Legislative Auditor 60.00 67.50 67.50 7.50 
Legislative Fiscal Analyst 18.00 17.50 18.00 0.00 
Legislative Council 53.70 45.70 53.70 0.00 
Environmental Quality Council 6.50 7.00 7.00 0.50 
Consumer Counsel 4.25 4.25 4.25 0.00 
Judiciary 88.50 91.50 92:00 3.50 
Governor’s Office 60.20 59.50 58.50 (1.70) 
Secretary of State 26.00 35.25 35.25 9.25 
Commissioner of Political Practices 3.00 3.50 3.00 0.00 
State Auditor 67.50 70.00 70.00 2.50 
Office of Public Instruction 124.40 140.23 140.23 15.83 
Vocational Technical Centers 264.07 274.74 274.24 10.17 
Crime Control Division 16.00 18.00 18.00 2.00 
Highway Traffic Safety 8.50 8.50 8.50 0.00 
Department of Justice 600.50 645.40 638.40 37.90 
Public Service Regulation 46.00 47.00 47.00 1.00 
Board of Public Education 4.00 4.00 4.00 0.00 
Commissioner of Higher Education 60.15 67.45 66.95 6.80 
School for the Deaf and Blind 84.54 85.38 85.38 0.84 
Montana Arts Council 7.97 7297 7397 0.00 
Library Commission 29.35 29350 29.50 0.15 
Council on Vocational Education 2.50 2.50 2.50 0.00 
Historical Society 48.78 | 47.88 47.88 (0.90) 
Fire Services Training School 2800 5.00 5.00 . 
Dept. of Fish, Wildlife and Parks 537.42 553.03 553.13 45%73 
Dept. of Health and Environ. Sciences 300.35 384.94 386.94 86.59 
Dept. of Transportation 4,933.83 ~2,;004.77 2,007.07 73.24 
Dept. of State Lands 336.69 a59<73 366.37 29.68 
Dept. of Livestock 118.71 119.71 127072 (1.00) 
Dept. of Nat. Resources and Conservation 262.20 262.20 262.20 0.00 
Dept. of Revenue*** 800.58 766.09 770.08 30.50) 
Dept. of Administration 354.59 318.14 322.14 (3345) 
Public Employees Retirement Board 20.00 20.00 20.00 0.00 
Teachers Retirement Board 11.50 11.50 114,50 0.00 
Dept. of Agriculture 92.59 99.04 99.09 6.50 
Dept. of Corrections & Human Services 2,084.18 2,077.22 2,042.46 (41.72) 
Dept. of Commerce 336.70 324.31 325.81 (10.89 
Dept. of Labor and Industr . 656.50 639.00 639.00 {17250} 
State Mutual Insurance Fun 175.50 218.90 217.90 * 
Dept. of Military Affairs 97.75 99575 ac ie 2.00 


Dept. of Social and Rehab. Services 921.72 906.90 909.15 (12.57) 
Dept. of Family Services _ 562.49 583.60 583.60 2434) 


Total FTE 11,292.71 11,534.06 11,518.65 225.94 


* Excludes University System Mi 
Na a atbag Mttag ss budget amendments, LCA, or other operational changes. 
fo) ore emp: Ws Mel By 
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Reductions in 1995 Biennium Base 


Agencies may choose to reduce personal services expenditures to meet a 
portion or all of the $3.8 million of general budget reductions imposed during the 
special session. | However, increased vacancy savings experienced in fiscal 1993 
does not automatically reduce the current level FTE base for the 1995 biennium 
under the present method of budgeting. 


During the July special session, the legislature added language to HB2 
Tequiring that state agencies submit their current level budget requests for the 1995 
biennium with FTE and personal services reductions equivalent to 5 percent of 
their fiscal 1993 personal services appropriation, as amended through the January 
1992 special session. This requirement applies to executive and legislative branch 
agencies and the Office of the Commissioner of Higher Education. It does not 
apply to: 1) agencies with 20 or fewer FTE and agencies allocated to a 
department for administrative purposes only; and 2) per diem compensation paid 
to board members, council members, commission members, or legislators. 


UPDATED PRELIMINARY BUDGET PROJ ECTIONS, 
1995 BIENNIUM 


In June, LFA staff presented a report to a joint meeting of the Legislative 
Finance and Revenue Oversight committees providing preliminary budget projections 
for the 1995 biennium. This report presented projected general fund and SEA 
deficits under two expenditure levels: 1) current level spending; and 2) expanded 
level spending. 


Many of the actions taken during the July special session impact these projections: 


1) Positive fiscal 1993 ending fund In the June report, a projected 
$71.3 million deficit was carried into the 1995 biennium. After special session 
action, the fiscal 1993 fund balance in the general fund is projected to be a 
positive $25.1 million. Thus, the special session action reduced the projected 1995 
biennium deficit by $96.4 million. 


2) Increased revenues. While HB44 was enacted as a temporary measure, 
it will provide an estimated $12.2 million of revenue to the general fund and SEA 
during fiscal 1994. Two other bills enacted during the special session--HB62 and 
HBS54--are ongoing tax changes that will provide $11.4 million of additional revenue 
Cun the 1995 biennium. 
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3) Ongoing budget reductions. While most of the expenditure reductions 
approved during the special session are “one-time” savings, the current level budget 
base for the 1995 biennium will be reduced by $7.2 million as a result of 
legislative action. House Bill 22 (HB22) reduced statutory state support for special 
education transportation from 100 to 50 percent, for a biennial savings of $1.6 
million. SB10 revised the State Medical and GA programs, resulting in ongoing — 
savings of $4.6 million. In HB2, the legislature reduced the current level 
AFDC/GA benefit payment levels to 40.5 percent, eliminated 12.33 FTE in the 
Department of Corrections and Human Services, and reduced fiscal 1993 mental 
health provider rate increases, for a biennial savings of $1.0 million next biennium. 


As discussed on page 31, the current draft of GASB rules will require 
states to accrue additional revenue and liabilities beginning in the 1995 biennium. 
Since the executive has already accrued the additional revenue in fiscal 1992 
(resulting in a $45.2 million increase in the fund balance during the 1993 
biennium), the revised table includes DofA’s preliminary estimate ($16.1 million) 
of additional liabilities that will have to be accrued in the 1995 biennium. 


Tables 22 and 23 are updated projections, reflecting the impact of legislative 
and executive action during the special session. Only the figures shown in bold 
have been changed. All the other figures in the tables are unchanged from the 
June report. } 


Projection #1 - Current Level Budget 


Table 22 shows the projected costs of current level general fund and SEA 
expenditures during the 1995 biennium. Current level expenditures are those 
authorized under current state and federal law at the levels established by the 
legislature in the 1991 regular and January 1992 and July 1992 special sessions, 
with adjustments for enrollment and caseload increases. This projection does not 
include funds for inflationary increases in employee pay matrices, foundation 
schedules, or operating budgets. It includes no funds for new state programs, tax 
reductions, or repayment of the SEA loan at the end of the 1993 biennium. It 
includes an ending fund balance equal to 2.5 percent of biennial revenue in the 
general fund, but no balance in the SEA at the end of the 1995 biennium. 


Based on revenue and current level expenditure assumptions, there will be 
a combined general fund and SEA deficit of $203.4 million by the end of fiscal 
1995. 
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TABLE 22 
Current Level General Fund and SEA, 1995 Biennium 
(Millions) 


REVENUES 
1993 Biennium ending fund balance 
1995 Biennium revenues 
Special session action 
Total available 
EXPENDITURES 
Public schools 
Foundation schedules 
Guaranteed tax base 
Transportation (SEA only) 
State agencies and university system 1,015.2 
Special education transportation (1.6) 
Welfare reductions (4.9) 
DCHS staff/provider rate increase (0.7) 
GASB liabilities 16.1 
Statutory appropriations 
Debt service ' 30.7 
Retirement benefits 7.8 
Personal property reimbursement | 40.2 
Feed bill 4.5 
Supplementals (fire suppression costs) 6.0 
Reversions (16.0) 
Total Expenditures — $1,097.3 
TARGET ENDING FUND BALANCE 24.1 
1995 BIENNIUM DEFICIT ($133.8) 
COMBINED DEFICIT ($203.4) 
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Projection #2--Expanded Level Budget 


In most biennia, the legislature approves some increases beyond the current 
level budget. For example, during the period 1983 through 1993, state employees 
received pay increases in 9 of the 11 years and foundation schedules were 
increased in 7 of these years. In addition, the legislature generally initiates some 
new programs and/or enacts tax reductions. 


Projection #2 provides an estimate of the additional costs during the 1995 
biennium if inflationary increases are made in state employee pay, operating 
budgets, and foundation schedules. It also includes: a) "writing off" the SEA 
loan outstanding at the end of fiscal 1993; b) a $25 million reserve for new 
program or tax reductions; and c) an ending fund balance equal to 2.5 percent 
of biennial revenue in both the general fund and SEA. 


The amount of the SEA loan shown in this updated table ($14.3 million) 
reflects DofA’s most recent projection (August 5, 1992) of the SEA loan at the 
end of fiscal 1993. The current projection is substantially less than the DofA 
projections shown in the June report ($47.7 million). Since that report was 
prepared, the executive accelerated deposit of approximately $21 million of revenue 
from the common schools interest and income account sources into the SEA 
account in fiscal 1992. This “one-time” revenue acceleration, "budget balancers" 
enacted during the July special session, and a slight improvement in revenues in 
fiscal 1992 will reduce the balance of the SEA loan carried into the 1995 
biennium. 


As Table 23 shows, the combined projected deficit in the general fund and 
SEA grows to $345.5 million during the 1995 biennium if these costs are funded. 
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TABLE 23 
Expanded Level General Fund and SEA, 1995 Biennium 
(Millions) 


Fun chool uali 

REVENUES 
1993 Biennium ending fund balance $25.1 $0.0 
1995 Biennium revenues 948.3 
Special session action _14,2 

Total Available 987.6 
EXPENDITURES 
Public school support 

Foundation schedules 

Guaranteed tax base 

Transportation (SEA only) 

Foundation schedule/GTB increase 

"Write off" of SEA loan 14.3 

|| State agencies and university system 1,015.2 


Special education transportation (1.6) 
Welfare reductions — (4.9) 
DCHS staff/provider rate increase (0.7) 
GASB liabilities 16.1 
Inflation in operating budgets aye 
Pay plan increase 30.8 
Statutory appropriations 
Debt service 3 30.7 
Retirement benefits 7.8 
Personal property reimbursement 40.2 
New programs/tax reductions 25.0 
Feed bill 4.5 
Supplementals (fire suppression costs) 6.0 
Reversions 3 (16.0) : 
Total Expenditures $1,172.7 $872. 
TARGET ENDING FUND BALANCE $24.1 18.9 
1995 BIENNIUM DEFICIT (209.2) (136.3) 
COMBINED DEFICIT (345.5) 
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